
192

27 CFR Ch. I (4–1–99 Edition)§ 270.403

several liability of the principal and
the sureties. However, each corporate
surety may limit its liability in terms
upon the face of the bond in a definite,
specific amount, which amount shall
not exceed the limitations prescribed
for such corporate surety by the Sec-
retary, as set forth in the current revi-
sion of Treasury Department Circular
570 (Companies Holding Certificates of
Authority as Acceptable Sureties on
Federal Bonds and as Acceptable Rein-
suring Companies). (See § 270.401(c))
When the sureties so limit their liabil-
ity, the aggregate of such limited li-
abilities must equal the required
amount of the bond.

(July 30, 1947, ch. 390, 61 Stat. 648, as amend-
ed (31 U.S.C. 9304, 9306); sec. 202. Pub. L. 85–
859, 72 Stat. 1421, as amended (26 U.S.C. 5711))

§ 270.403 Deposit of securities in lieu
of corporate surety.

In lieu of corporate surety, the man-
ufacturer of cigarette papers and tubes
may pledge and deposit, as security for
the bond, securities which are transfer-
able and are guaranteed as to both in-
terest and principal by the United
States, in accordance with the provi-
sions of 31 CFR Part 225—Acceptance of
Bonds, Notes or Other Obligations
Issued or Guaranteed by the United
States as Security in Lieu of Surety or
Sureties on Penal Bonds.

(61 Stat. 650, 72 Stat. 1421, 31 U.S.C. 9301, 9303,
26 U.S.C. 5711, 5 U.S.C. 552(a) (80 Stat. 383, as
amended))

§ 270.404 Amount of bond.

The amount of the bond of a manu-
facturer of cigarette papers and tubes
shall be not less than the maximum
amount of the tax liability on the ciga-
rette papers and tubes manufactured in
the factory, received without payment
of tax from other factories, and re-
leased without payment of tax from
customs custody as provided in
§ 270.452, during any month. In the case
of a manufacturer commencing busi-
ness, the production, receipts from
other factories, and releases from cus-
toms custody, without payment of tax,
shall be estimated for the purpose of
this section. The amount of any such
bond (or the total amount where

strengthening bonds are filed) shall not
exceed $20,000, nor be less than $1,000.

(72 Stat. 1421; 26 U.S.C. 5711)

§ 270.405 Strengthening bond.

Where the regional director (compli-
ance) determines that the amount of
the bond, under which a manufacturer
of cigarette papers and tubes is cur-
rently carrying on such business, no
longer adequately protects the rev-
enue, the regional director (compli-
ance) may require the manufacturer to
file a strengthening bond in an appro-
priate amount with the same surety as
that on the bond already in effect, in
lieu of a superseding bond to cover the
full liability on the basis of § 270.404.
The regional director (compliance)
shall refuse to approve any strength-
ening bond where any notation is made
thereon which is intended or which
may be construed as a release of any
former bond, or as limiting the amount
of either bond to less than its full
amount.

(72 Stat. 1421; 26 U.S.C. 5711)

§ 270.406 Superseding bond.

A manufacturer of cigarette papers
and tubes shall file a new bond to su-
persede the current bond immediately
when:

(a) The corporate surety on the cur-
rent bond becomes insolvent,

(b) The regional director (compli-
ance) approves a request from the sur-
ety of the current bond to terminate li-
ability under the bond,

(c) Payment of any liability under a
bond is made by the surety thereon, or

(d) The regional director (compli-
ance) considers such a superseding
bond necessary for the protection of
the revenue.

(72 Stat. 1421; 26 U.S.C. 5711)

§ 270.407 Extension of coverage of
bond.

An extension of the coverage of bond
filed under this subpart shall be mani-
fested on ATF Form 2105 (5000.7), Ex-
tension of Coverage of Bond, by the
manufacturer of cigarette papers and
tubes and by the surety on the bond
with the same formality and proof of
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authority as required for the execution
of the bond.

(72 Stat. 1421; 26 U.S.C. 5711)

§ 270.408 Approval of bond and exten-
sion of coverage of bond.

No person shall commence operations
under any bond, nor extend operations,
until such person receives from the re-
gional director (compliance) notice of
approval of the bond or an appropriate
extension of coverage of the bond re-
quired under this subpart. Upon receipt
of an approved bond or extension of
coverage of bond from the regional di-
rector (compliance), such bond or ex-
tension of coverage of bond shall be re-
tained by the manufacturer of ciga-
rette papers and tubes in factory and
shall be made available for inspection
by any ATF officer upon request.

(72 Stat. 1421; 26 U.S.C. 5711)

§ 270.409 Termination of liability of
surety under bond.

The liability of a surety on any bond
required by this subpart shall be termi-
nated only as to operations on and
after the effective date of a superseding
bond, or the date of approval of the dis-
continuance of operations by the man-
ufacturer of cigarette papers and tubes,
or otherwise in accordance with the
termination provisions of the bond.
The surety shall remain bound in re-
spect of any liability for unpaid taxes,
penalties and interest, not in excess of
the amount of the bond, incurred by
the manufacturer while the bond is in
force.

(72 Stat. 1421; 26 U.S.C. 5711)

§ 270.410 Release of pledged securities.
Securities of the United States

pledged and deposited as provided in
§ 270.403 shall be released only in ac-
cordance with the provisions of 31 CFR
part 225. Such securities will not be re-
leased by the regional director (compli-
ance) until liability under the bond for
which they were pledged has been ter-
minated. When the regional director
(compliance) is satisfied that they may
be released, the regional director (com-
pliance) shall fix the date or dates on
which a part or all of such securities
may be released. At any time prior to
the release of such securities, the re-

gional director (compliance) may ex-
tend the date of release for such addi-
tional length of time as is deemed nec-
essary.

(61 Stat. 650, 72 Stat. 1421; 31 U.S.C. 9301, 9303;
26 U.S.C. 5711)

OPERATIONS BY MANUFACTURERS

Records

§ 270.421 General.
Every manufacturer of cigarette pa-

pers and tubes shall keep records of the
daily operations and transactions,
which shall reflect the date and num-
ber of books or sets of cigarette papers
of each different numerical content
and the date and number of cigarette
tubes:

(a) Manufactured;
(b) Received, without payment of tax

from another factory, an export ware-
house, customs custody, or by with-
drawal from the market;

(c) Removed subject to tax;
(d) Removed, without payment of

tax, for export purposes, use of the
transfer in bond pursuant to § 270.451;
or

(e) Lost or destroyed.
The entries for each day in the

records maintained or kept under this
subpart will be considered timely if
made by the close of the business day
following that on which the operations
or transactions occur. No particular
form of records is prescribed, but the
information required shall be readily
ascertainable from the records kept.

(72 Stat. 1423; 26 U.S.C. 5741)

Reports

§ 270.422 General.
Every manufacturer of cigarette pa-

pers and tubes shall make a report, on
ATF Form 2138 (5230.3), to the regional
director (compliance), of the number of
books or sets of cigarette papers of
each different numerical content and
the number of cigarette tubes manufac-
tured, received, removed, and lost or
destroyed. The report shall be made at
the times specified in this subpart and
shall be made whether or not any oper-
ations or transactions occurred during
the period covered by the report. A
copy of each report shall be retained by
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